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IN THE UNITED STATES PATENT AND TRADEMARK OFFICE 

Commissioner for Patents 

BOX PATENT APPLICATION 

lijf Washington, D.C. 20231 

: j TRANSMITTAL FOR A NEWLY EXECUTED ORIGINAL APPLICATION 
I si UNDER 37 C.F.R. §1.53(b) 

m This is a request for filing a patent application under 37 C.F.R. § 1 .53(b) for: 

« Inventor: Jeffrey Paul LaForest, et al. 

[ jFor: METHOD OF PROVIDING ONLINE INCENTIVES 

jj 1 . This is a new [X] Utility [ ] Design [ ] Plant patent application. 

2. The papers enclosed to obtain a filing date are as follows: 
_JJL Pages of Specification including 

1 Title Page 
_4_ Pages of Claims 
_L_ Page of Abstract 

_4_ Sheets of drawings containing 4_ Figures 



[ ] The enclosed drawing(s) are photograph(s), and there is also attached a 
PETITION TO ACCEPT PHOTOGRAPH(S) AS DRAWING(S) 
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3 . Combined Declaration and Power of Attorney 

[ X ] Enclosed and is executed by all inventors. 

[ ] Not Enclosed. 

This application is being filed under the provisions of 37 C.F.R. § 1.53(f). 
Applicant(s) await notification from the Patent and Trademark Office of the 
time set for filing the Declaration and paying the filing fees. 

4. Language 

[X] English 

[ ] Non-English 

This application is being filed in accordance with 37 C.F.R. § 1.52(d) and 
§608.01 of the MPEP. Applicant(s) await notification from the Patent and 
: ^ Trademark Office of the time set for filing the verified English translation and 

■J the processing fee. 

: i5. Assignment 

[X] An assignment of the invention to Slingshot Solutions. Inc. and a PTO Form- 
& 1595, Recordation Form Cover Sheet, are enclosed. 

^ [ ] An assignment will be filed at a later date. 



j6. Priority - foreign applications under 35 U.S.C. §1 19(a)-(d) or §365(b) or PCT 

J international applications under 35 U.S.C. §365(a) designating at least one country 

J other than the U.S. 



[ ] Priority of the following foreign application(s) is claimed: 



Country 


Application No. 


Filed 















Certified copy/ies: [ ] is/are attached. [ ] will follow. 



7. Priority based on provisional application(s) - 35 U.S.C. §1 19(e) 



[ ] Priority of the following provisional application(s) is claimed: 



Application No. 


Filed 
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A. Relate Back - 35 U.S.C. § 1 1 9(e) 

[ ] Amend the specification by inserting before the first line the sentence: 
"This application claims priority of copending provisional 
application(s) No. filed on ." 

8. Small entity status 



[x ] A statement claiming small entity status under 37 C.F.R. §§ 1 .9 and 1 .27 is 
enclosed. 

9. Fee Calculation (37 C.F.R. §1.16) 





CLAIMS FOR FEE CALCULATION 






Number Filed 


Number Extra 


at Rate of 


Basic Fee 
Utility $710.00 
Design $355.00 




Total Claims 

(37 C.F.R. §1. 16(c)) 


22 - 20 = 


2 


$ 18.00 each= 


$36.00 




Independent Claims 
(37 C.F.R. §1. 16(b)) 


5-3 = 


2 


$ 80.00 each= 


$160.00 




Multiple dependent claim(s), if any (37 C.F.R. § 1.16(d)) 


$260.00 


+ 




SUB-TOTAL = 


906.00 




Reduction by 1/2 for filing by a small entity 


- $453,00 




TOTAL FILING FEE = 


453.00 
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10. Fee Payment 

[ ] Not Enclosed. NO FEE IS BEING PAID BY CHECK OR DEPOSIT 
ACCOUNT AT THIS TIME. 

This application is being filed under the provisions of 37 C.F.R. § 1.53(f). 
Applicant(s) await notification from the Patent and Trademark Office of the 
time set for filing the Declaration and paying the filing fees. 

[ X ] Enclosed. 

Checks in the amount $453.00 (representing the $355.00 filing fee, $18.00 fee 
for two extra claims and $80.00 fee for two extra independent claims) and 
$40.00 (representing recordation fee). 

, n [ ] Please withdraw from Deposit Account 50-0130. 

j 11. [X] Except for issue fees payable under 37 C.F.R. § 1 . 1 8, the Commissioner is 

, * hereby authorized by this paper to charge any additional fees during the entire 

= * pendency of this application including fees due under 37 C.F.R. § § 1 . 1 6 and 

■ ^ 1.17 which may be required, including any required extension of time fees, or 

^ credit any overpayment to Deposit Account 50-03 1 0. This paragraph is 

y intended to be a CONSTRUCTIVE PETITION FOR EXTENSION OF 

'. 4 TIME in accordance with 37 C.F.R. §1.1 36(a)(3). 

: l 1 2. Additional papers enclosed: 
J [ ] Preliminary Amendment 

; ;j [X] Information Disclosure Statement 
:1 [X] Form PTO-1449, 15 documents included 
[ ] Declaration of Biological Deposit 

[ ] Submission of "Sequence Listing", computer readable copy and/or amendment 
pertaining thereto for biotechnology invention containing nucleotide and/or 
amino acid sequence. 

Please accord this application an application number and filing date. 



Customer No. 009629 

MORGAN, LEWIS & BOCKIUS LLP 
1 800 M Street, N.W. 
Washington, D.C. 20036 
(202) 467-7000 



Respectfully submitted, 



MORGAN, LEWIS & BOCKIUS LLP 



Kim R. Jessum 
Reg. No.: 43,694 




Dated: November 13, 2000 
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STATEMENT CLAIMING SMALL ENTITY STATUS 
37 C.F.R. §§1.9(f) and L27(c)-SMALL BUSINESS CONCERN 

Applicant or Patentee: Jeffrey Paul LaForest, et al. 
Application No.: Filed Herewith 
Filed: Herewith 

Title: Method of Providing Online Incentives 

I hereby state that I am 

[ ] the owner of the small business concern identified below: 

[x] an official of the small business concern empowered to act on behalf of the concern identified below: 

NAME OF CONCERN: SLINGSHOT SOLUTIONS, INC. 

ADDRESS OF CONCERN: 738A Pine Street, Philadelphia, PA 19106 



I hereby state that the above identified small business concern qualifies as a small business concern as defined in 
13 C.F.R. §121, and reproduced in 37 C.F.R. §1.9(d), for purposes of paying reduced fees to the United States Patent and 
Trademark Office, in that the number of employees of the concern, including those of its affiliates, does not exceed 500 
persons. For purposes of this statement, (1) the number of employees of the business concern is the average over the 
previous fiscal year of the concern of the persons employed on a full-time, part-time or temporary basis during each of the 
pity; periods of the fiscal year, and (2) concerns are affiliates of each other when either, directly or indirectly, one concern 
cdArols or has the power to control the other, or a third party or parties controls or has the power to control both. 

I hereby state that rights under contract or law have been conveyed to and remain with the small business concern 
idbMfied above with regard to the invention, entitled 

1 :3 Method of Providing Online Incentives 

described in: 

H [x] the specification filed herewith with the title as listed above. 

M [] the application identified above. 

IU [ ] the patent identified above. 

If|t|e rights held by the above identified small business concern are not exclusive, each individual, concern or organization 
hppg rights in the invention is listed below and no rights to the invention are held by any person, other than the inventor, 
wfio would not qualify as an independent inventor under 37 C.F.R. §1 .9(c) if that person made the invention, or by any 
concern which would not qualify as a small business concern under 37 C.F.R. § 1.9(d) or a nonprofit organization under 
37 C.F.R. §1.9(e). 



NAME: 



ADDRESS: 



[ ] INDIVIDUAL 1 [ ] SMALL BUSINESS CONCERN 



[ ] NONPROFIT ORGANIZATION 



I acknowledge the duty to file, in this application or patent, notification of any change in status resulting in loss of 
entitlement to small entity status prior to paying, or at the time of paying, the earliest of the issue fee or any maintenance 
fee due after the date on which status as a small business entity is no longer appropriate. (37 C.F.R. §1. 28(b)). 
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Philadelphia, PA 19106 
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METHOD OF PROVIDING ONLINE INCENTIVES 

Field of Invention 

The present invention relates to consumer incentive systems, and in particular, relates to 
online incentives for auction bidders. 
Background of Invention 

One method of selling merchandise may be through online auctions. Consumers and 
retailers may sell merchandise over the Internet where winners may be determined by method of 
the auction, bid price, bid quantity and bid date. While many consumers may bid on goods at a 
web site, those bidders willing to purchase merchandise, but having unsuccessful bids, may not 
:j purchase any merchandise. It is believed that this causes a loss of potential revenue for sellers 
-2 having additional inventory available for sale at a price at or below the consumer's reservation 
H price. 

oj It is believed that online dynamic pricing tools are increasingly being used to help move 

slow-moving or excess inventory faster and at a more attractive price than was possible before 
the advent of the Internet. Applicants believe that today's online auctions and buying groups, 

| t £ however, do not always create an optimal selling environment. In the perfect world of pricing 
theory, where buyers and sellers have an infinite amount of time to wait, where product value 

^ does not decay over time, and where there are no explicit inventory holding costs, Applicants 
believe that auctions may be the best inventory disposition option for the seller. In the real 
world of retail merchandising, however, Applicants believe that these perfect conditions 
crumble, demanding a more creative approach to selling than simple auctions. 

Applicants believe that retailers currently have three principal options for dealing with 
excess inventory. First, they may accumulate bulk quantities to be sold to liquidators (often for 
pennies on the dollar) at the end of the product's life cycle. Second, they may advertise a 
product clearance sale to the general population. Third, they may accumulate bulk quantities 
and ship the merchandise back to the manufacturer for credit. It is believed that all of these 
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methods reduce the value that retailers are able to capture from these sales. Bulk sales to 
liquidators, as with any transaction involving a middleman, may result in a transfer of economic 
value from retailers to liquidators. General price reductions through clearance-style sales may 
transfer too much economic value from retailers to consumers, as many consumers who may 
5 have bought merchandise at a price higher than the promotion sale price in the absence of a sale 
may instead divert to slow-moving inventory at a lower price point. 

Applicants believe that to help solve the problem of lost revenue at auctions and reduce 
the cost of holding excess inventory, there are many different incentive and award programs to 
influence consumers to purchase on-line. For example, it is believed that one incentive program 
1 0 allows users to earn points, which are redeemable for products, by reading e-mail offers, 

;i shopping, completing surveys, accepting trial offers, referring other users, and reviewing web 
j sites. It is believed that another incentive program allocates monetary amounts available for 
|. * expenditure through credit instruments issued to program participants when the participants 
i;3 perform to a designated level of achievement. Applicants believe that these systems are 
1 5 ^ generally offered by a single sponsor and are generally limited to offering consumers the ability 
M to participate in incentive programs. It is also believed that the systems are typically not 
l h applicable for activity on auction sites. 
^Summary of the Invention 

C I The present invention provides a method of providing incentives to bidders on an auction 
10 item, including creating a consumer profile for at least one consumer, the consumer profile 

including at least information relating to a bid on the auction item, choosing at least one unsold 
item from an inventory based on the information in the consumer profile, generating an 
incentive for the at least one chosen unsold item based on the consumer profile, and offering the 
at least one chosen unsold item and the incentive to the at least one consumer to induce 
!5 purchasing of the chosen unsold item. 

The present invention also provides a system for implementing an incentive program for 
bidders on auction items, including a consumer database storing consumer information, software 
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for choosing unsold items from an inventory and generating incentives for the chosen unsold 
items based on the consumer information in the consumer database, and software for offering the 
chosen unsold items and the incentives to consumers to induce purchasing of the chosen unsold 
items. The consumer information has, at the least, information relating to bids on the auction 
items. 

The present invention also provides a system for an incentive program for bidders on 
auction items, including a first memory for storing consumer profiles having consumer 
information, having at least information relating to bids on the auction items, a second memory 
for storing unsold items in an inventory, and a third memory for storing a plurality of incentives 
for each unsold item, each incentive having a value based on a selection of the consumer 
5 information. 

2 The present invention also provides a method of providing incentives to bidders on an 

£ auction item using a system having a first memory for storing consumer profiles that have 
g consumer information including at least information relating to bids on the auction items, a 
y second memory for storing unsold items in an inventory, and a third memory for storing a 
^plurality of incentives for each unsold item, wherein each incentive has a value based on a 
^selection of the consumer information. The method includes creating the consumer profile for at 
;f least one consumer, choosing at least one of the unsold items from the inventory based on the 
^consumer information in the consumer profile, generating the incentive for the chosen unsold 
item based on the consumer profile, the selection of consumer information of the incentive 
being substantially similar to the consumer information in the consumer profile, and offering 
the chosen unsold item and the incentive to the at least one consumer to induce purchasing of the 
chosen unsold item. 

The present invention further provides a database for an incentive program for bidders on 
auction items, including an inventory file having at least one of detailed descriptions of an 
inventory, a list of similar items of the inventory, and a list of complementary items of the 
inventory, and a consumer profile having at least one of bidding history, start bid, bid frequency, 
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bid increment, final bid, winning bid, target product, Internet service provider, zip code, credit 
card type, and coupon redemption rate. 
Brief Description of the Drawings 

The accompanying drawings, which are incorporated herein and constitute part of this 
5 specification, illustrate the presently preferred embodiment of the invention, and, together with 
the general description given above and the detailed description given below, serve to explain 
the features of the invention. 

Fig. 1 is a block diagram of the method of the preferred embodiment 
Fig. 2 is a block diagram of the preferred embodiment of the method of Fig. 1 
1 0 incorporated into an overall product sales system. 

% Fig. 3 is a block diagram of the classify consumer step of the method of Fig. 2. 

y Fig. 4 is a bar graph of incentive options of the method of Fig. 2. 

| & Detailed Description of the Preferred Embodiment 

in As shown in Fig. 1, the method, or incentive system 20, includes creating a consumer 

1 5 W profile 1 6 for at least one consumer, choosing at least one unsold item, or product to offer, 1 7 

!=* from an inventory based on the information in the consumer profile, generating, or calculating, 
an incentive for the chosen unsold item 24 based on the consumer profile, and offering the 

j: = chosen unsold item and the incentive to the consumer 25 to induce purchasing of the chosen 

p unsold item. The consumer profile includes at least information relating to a bid on the auction 
ZO item. 

In the preferred embodiment, as shown in Fig. 2, the incentive system 20 is incorporated 
to an overall product sales system with a data provider system 10 and a product supplier system 
30. In the preferred embodiment, the data provider system 10 is an auction house and the 
product supplier 30 is a retailer and/or manufacturer. It should be understood that the data 
15 provider system 10 may be any system that supplies information about consumers, such as 

retailers, distributors, and manufacturers, and the product supplier system 30 may be any system 
that supplies goods or services, such as financial services and real estate brokers. 
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In the preferred embodiment, the consumer logs onto the Internet 1 and chooses an 
auction site that is entered and viewed 2. It should be understood that the device for connection 
to the Internet 1 could be a personal computer implementing a web browser with a graphics user 
interface (GUI). However, other connection devices, such as telephones with a display to 
5 communicate information with or without graphics, personal display devices, or any other device 
that allows communication links to and from the Internet, may be used. Moreover, although 
Internet communication protocol, such as TCP/IP protocol is a preferred communication method 
for the preferred embodiment, other similar methods may be employed. In addition, in 
particular applications of the preferred embodiment, the process of viewing may be conducted 
10 via a connection, such as a dial-up or direct connection link. For example, secured connections 
h ^tnay be used to provide incentives on financial instruments or other secured items. 
^ In the preferred embodiment, the consumer bids on items through the Internet. In an 

I ^alternative embodiment, the consumer attends an auction house, in person, and bids on auction 
j-g items, using a method required by the auction house. This method may include raising a bidding 
L5 J -*card with a number assigned to the consumer. In the preferred embodiment, as the consumer 
I ^explores the site and places bids on auction items, the auction house records the consumer's 
[-browsing behavior 3, bidding behavior 4, and other data 5. The browsing behavior 3 may 
J; Jfinclude the auction items the consumer has considered and the bidding behavior 4 may include 
Qstart bids and bid frequency. The other data 5 may include information about the consumer's 
10 personal computer, such as Internet service provider and modem speed. The recorded 

information is stored in a data file 6 by the auction house. The auction house continuously 
monitors all bidders and records their behavior, while the auction is still open or there is still 
time remaining 7, specified by yes 7a. When there is no time remaining 7, specified by no 8a, 
the auction is closed 8 and the data file 6 is then sent 9 to the incentive system 20. 
5 This incentive system 20 may use existing auction infrastructures to capture and analyze 

relevant data in the data file 6. The system 20 enables retailers and manufacturers to minimize 
cash flow constraints, brand dilution concerns, inventory levels, fragmentation of the online 
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dynamic pricing market, and impatient bidder populations, which all conspire to create 
conditions that reduce the viability of simple dynamic pricing formulas. 

The sent data received by the incentive system 20, preferably, has price- sensitivity 
indicators for all bidders, including browsing behavior 11, bidding and behavior values 12, 
personal computer information 13, such as an Internet service provider and modem speed, and 
transaction history 14. Preferably, the browsing behavior 1 1 has click stream information, 
which includes other components of the auction site that were visited by the consumer, number 
of pages visited, time spent on each page during each visit per each auction, number of auctions 
visited/participated, and frequency of revisiting auctions. Preferably, the bidding and behavior 
values 12 includes bidding history, start bid, bid frequency, bid increment, final bid, winning 
5 bid, target product, coupon redemption rate, and keywords used in auction searches. The 
J personal computer information 13 includes Internet service provider, referring URL link, web 
^browser make and model, operating system, bookmarks, zip code, access location (work or 
■■ghome), and credit card type. Preferably, the bidding and behavior values 12 also contain 
•^whether the consumer's bid was a successful bid, which is the winning bid, or an unsuccessful 
*bid. Demographics, psychographics, market conditions, and any other relevant information from 
pother databases 15 or any other relevant information identified through contact with the 
^consumer may also be recorded. From this information 1 1, 12, 13, 14 and 15, the system 20 
-Icreates a consumer profile 16. 

The information in the consumer profile is used and updated throughout the system 20. 
One such use is in classifying, or categorizing, the consumer into a consumer category 18. As 
shown in Fig. 3, an initial, or current, consumer profile, which contains the information 11,12, 
13, 14, and 15 that is unique to the consumer, is inputted 16a. In creating an updated consumer 
profile 16b, which includes a classification, the initial consumer profile is compared with 
existing consumer classifications 19, or index of consumer behavior indicators, in a database of 
the system 20. There are several different classifications, which may be modified or divided into 
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more classifications, as required by the system. In the preferred embodiment, classification 
categories include at least: 

* Price Sensitive / Insensitive 

Based on recorded behavior, a consumer may be classified as either being price sensitive or 
5 insensitive. For example, a consumer who has been found to be bidding in three auctions, but 
consistently stops bidding once the price for the item reaches some set level is in the price 
sensitive category. 

* Brand Sensitive / Insensitive 

Based on recorded behavior, a consumer may be classified as either being brand sensitive or 
10 insensitive. For example, a consumer who is bidding on a given item from brand X and has also 
I : % looked at/bid on brands Y, Z, A, B, and C may be labeled as brand insensitive. 
^ • Time Sensitive / Insensitive 

H Based on recorded behavior, a consumer may be classified as either being time sensitive or 
I -^insensitive. For example, a consumer who enters a nine day auction on the ninth day with 3 
15 * u hours remaining to make his/her first bid may be labeled as time sensitive. 
! : * • Feature Sensitive / Insensitive 

|4 Based on recorded behavior, a consumer may be classified as either being feature sensitive or 
j;;: insensitive. For example, a consumer views/bids only items with feature X would be considered 
C 3 feature sensitive. 
10 • Intersection(s) of above listed classifications 

Classifications may also be combined to form new classifications, which may be improved 
groupings. For example, if the price sensitive and brand insensitive categories intersect, then the 
resulting classification is a consumer that views/bids on items that focus on/around a given price 
point, but are from numerous different brands. 
-5 The comparison determines if there is a match 21 between the consumer profile and a 

classification in the database. If there is a match between the consumer profile and a 
classification, specified by yes 21a, between the consumer profile and the classification, then the 
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consumer profile 16b is categorized in that classification. If there is not a match between the 
consumer profile and the classification, specified by no 21b, then a new classification will be 
created 22 and the database will be updated with the new classification. The consumer profile 
16a will again be compared 19 to the classifications in the database and a match will be found, 
specified by yes 21a, because the consumer profile 16a will match the classification created with 
the consumer profile. As the classification is stored in the consumer profile, any personal 
information unique to the consumer, such as names and credit card numbers, will be deleted. 
The consumer profile 16 will then have the consumer information from 16a, less any personal 
information, and the classification from 16b. 

The system 20 also includes choosing at least one unsold item from an inventory 17. In 
order to choose the unsold items from inventory 17, inventory positions of retailers and/or 
^manufacturers are monitored 31. This entails collecting inventory data from the retailers and/or 
I ^manufacturers 33. The inventory data 33 may include detailed descriptions, such as inventory 
j; .q type, inventory levels, quantity and physical and virtual location of inventory, lists of similar 
* a items, and lists of complementary items. An inventory database system 35 is created and 
^updated from the inventory data 33 of both the retailers and manufacturers. A maximum 
I ^allowable discount from the full price for each unsold item in the inventory, or minimum price, 
jj;J(is also determined and stored in the inventory database system 35. The maximum allowable 
Wdiscount may be negotiated and is based on the seller's, or retailer's or manufacturer's, inventory 
pressure, which is a measure of the desire to more quickly move the inventory out of their stores 
and to another retailer or distributor or a consumer. Pressure is driven by the explicit and 
opportunity costs of holding onto the inventory, as well as space and any other constraints. 

Preferably, the system 20 uses the inventory database system 35 to enable retailers 
struggling with the issue of excess inventory to effectively and profitably move excess inventory 
at prices that meet their margin objectives and on a schedule that meets their cash flow 
objectives. Preferably, the inventory database system 35 are received by the system 20, where 
seller's inventory positions 36 containing the inventory data 33, and incentive options 37 are 
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determined. The seller's inventory positions 36, preferably, contain products in their slow- 
moving or excess inventory and dead inventory and returned items to enable the sellers to 
effectively and profitably move excess inventory at prices that meet their margin objectives, and 
on a schedule that meets their cash flow objectives. The sellers' forecasting and point-of-sale 
5 inventory control systems may also be considered. The incentive options 37 include additional 
percentage or specified amount discounts from manufacturers to help the seller or retailer move 
the inventory, such as where the retailer gives an additional 5% incentive on all Model 1234 
goods or services moved out of inventory, and free add-ons, such as more warranty or free or 
otherwise discounted additional goods or services. 
10 Based on the product attributes the consumer most prefers, which are revealed in the 

I ^browsing behavior 1 1 in the consumer profile, and the seller's inventory position 36, an attribute 

based product consideration set, which enables the system 20 to choose unsold items from 
I ^inventory 17, is created. For example, if the consumer is considered brand-driven, where the 
q] consumer looks for products across the price spectrum, but only focuses on a given 
[5 "manufacturer, the products in the product consideration set will most likely be products by that 
! ^given manufacturer. The products offered will be determined by the seller's inventory position 
1 136 because only certain products will be available to offer from the seller's inventory. Similarly, 
!;^if the consumer is considered price-sensitive, where the consumer looked for products within a 
Pcertain price range, then only products within that price range may be included in the product 
10 consideration set. 

When the consumer profile is classified 18, the unsold item from inventory is chosen 17, 
and the seller's inventory position 36 and incentive options 37 are determined, the system 20 
will generate incentives 24 using a learning model The learning model calculates the incentives 
based on the information in the consumer profile, classification, product consideration set, 
5 seller's inventory position 36, and incentive options 37. Preferably, the calculations performed 
by the learning model will maximize the seller surplus 43. The learning model is constantly 
monitored and updated to improve accuracy. When the system 20 is turned on at Day 0, it has 
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minimal information on which to base incentive generation decisions. As time goes by and 
redemption data is accumulated, statistics will be used in the learning model to determine what 
information, or attributes, add to the ability to accurately produce incentives and which attributes 
do not add value. Once this is known, attribute weights will be adjusted to reflect this 
information. Over time, it is possible to more accurately understand how important each 
attribute is in computing the proper incentive. In the preferred embodiment, the redemption rate 
is among the primary indicators monitored and updated in order to improve the accuracy of the 
attributes, of the data, and their weightings in the learning model. Each profile/incentive 
combination may be regularly monitored for accuracy by reviewing redemption statistics. For 
example, Consumer Profile #A3421 may suggest a given amount of incentive. If this incentive 
is given to the consumer whose behavior matches the profile and the consumer chooses the 

^ incentive, then the score for the profile/incentive combination will improve. Consumer profiles 
exhibiting low or split accuracies will either be recomputed (if low) or split into further profiles 

^ (if split) to improve their accuracy. 

- In regard to the information in the consumer profile, preferably, each piece of data is 

^ assigned a weight, which determines the amount of influence, or importance, each piece of data 
■:-k wil1 have in the calculation of the incentive. Preferred attributes include intensity (how often the 
; * consumer bid, checked on the current bid price, viewed the website in general), competitiveness 
;3 (if the consumer responded each and every time he or she was outbid), final bid-price (as a 
percentage or full-retail price of an item, where the higher the final bid, the less of an incentive a 
consumer will receive), and zip code driven demographics (higher level annual income zip-codes 
will receive less of a discount than lower annual income zip codes). In one embodiment, the 
number of bids may be used by the learning model, where if consumer 1 (CI) bid 5 times during 
the auction and consumer 2 (C2) bid 10 times during the auction, it may be determined that C2 
is more interested in the auction item than CI. As a result, Cl's incentive will be less than C2's 
incentive because C2 is more interested and will be willing to pay more for a given item. In 
another embodiment, the referring URL link may be used by the learning model, where CI 
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enters the auction from a pricing/search hot, which is a class of Internet search agents employed 
by consumers to scour the various retailers and auctions databases to look for an item with the 
criteria the consumer specifies, such as price, make ? model, etc., and C2 enters from some 
generic link (start page of C2's Internet Service Provider). CI will receive incentives greater 
than C2 because entering through a price-bot indicates that CI is price sensitive. In yet another 
embodiment, the learning model may use current and past bid data and number of auctions 
visited and/or participated, where CI participated in three auctions from the start point of each 
auction, but consistently dropped out when the price of the auction item reached X% of full 
retail or some actual dollar amount and C2 participated in only one auction and joined with a 
few hours remaining. CI may be viewed as more price sensitive than C2 because CI has a clear 
I ; ^ price ceiling, so CI will receive an incentive greater than C2. 

N In regard to the classifications, consumers determined to be price sensitive may receive 

M incentives with larger values than those determined to be price insensitive, consumer's 
^ determined to be brand sensitive may receive incentives targeted only for specific brands they 
^ are determined to be interested in while consumers determined to be brand insensitive may 
I-.* receive incentives for any number of brands available, and consumer's determined to be time 
\ h sensitive may receive incentives with lower values than those consumers determined to be time 
*' j insensitive. Additionally, consumers determined to be feature sensitive may only receive 
p incentives for items containing the feature of interest, or in the case where items containing the 
feature of interest are not available, the incentive for an alternate item will be greater than if an 
item with the feature was available. 

The learning model will also determine the products that meet the criteria of both the 
product consideration set and the seller's inventory position 36. The learning model calculates 
incentives for products determined to be part of an individual consumer's product consideration 
set. The product consideration set may be constrained in two ways. First, the set may be 
constrained by the available inventory from the seller's or retailer's shelves. Second, the set may 
be chosen based on the behavior of the individual consumers. The products offered may be 
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comparable or different items in relation to the original auction item, and all of the products 
from the consideration set may be offered or a select few may be offered. The products may 
also be from one or more sellers. For example, if consumer 1 (CI) had been viewing goods A, 

B, C, D, and E, all from different manufacturers, but with retail prices falling between 
$300-$325, then CI would be offered (based on availability) goods from any manufacturers with 
similar average prices. In contrast, if consumer 2 (C2) had been viewing goods V, W, X, Y, and 
Z, all from manufacturer J, but varying in price from $200-$500, C2 would be offered (based on 
availability) goods from manufacturer J that varied in price. Preferably, each of these goods will 
have a discount zone 38, where the effective price 41 will be determined based on the consumer 
profile and matched classification. 

j Fig. 4 displays a bar graph of the incentives that may be calculated for Goods A, B and 

C. The incentives are calculated by first establishing a discount zone 38 between a full price 39 
: £ of the unsold item and the minimum price 40, which is the full price 39 less the maximum 

g allowable discount. More specifically, an effective price 41 within the discount zone 38 deemed 
" necessary to trigger a consumer purchase is calculated and offered to the consumer as the 
: - incentive. The effective price 41 will vary within the discount zone and a larger discount zone 
.* 38 will result in a greater variance. For example, the discount zone 38 of Good C is greater than 

the discount zone 38 of Goods A and B, so there is more variance in the effective price 41 for 
-J Good C than Goods A and B. The discount zone 38 may be divided into a consumer surplus 42 
between the full price 39 and the effective price 41 and a seller surplus 43 between the effective 
price 41 and the full price 39 less the maximum allowable discount 38. An effective price 41 
that is closer to the full price than the minimum price 40, as shown for Good C, will result in a 
greater seller surplus 43. The effective price 41 will be the incentive offered to the consumer. 

When an incentive is generated 24, or created, the system 20 will then offer the incentive 
25 to the consumer. In the preferred embodiment, an incentive notification is created and sent to 
the consumer. The incentive notification may be in the form of e-mail or any other type of 
delivery. The incentive may be a general incentive for any product or a specific incentive for a 
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specific product. In addition, the notification may contain one or more incentives offered at the 
same time to the same consumer. These incentives may be based on a retail price of the auction 
item or an unsuccessful bid, which is less than a lowest successful bid in the auction. The 
incentives may also be in the form of a coupon, discount, rebate, additional product, reward, or 
5 any other type of offer. For example, an e-mail entitled "Manager's Special" may be sent to CI, 
a consumer, with notification that CI was outbid on a S brand product. The e-mail may or may 
not give CI a time limit to respond to the offers, or incentives. There may be several incentives 
for CI to choose, such as a coupon for $91 off a J brand product A with a MSRP 
(manufacturer's suggested retail price) of $299.95 from Stereo Store, a coupon for $71 off a P 
1 0 brand product A with a MSRP of $349.99 from Electronic Retailer, a coupon for $46 off a S 
ih brand product A with a MSRP of $299.99 from Ed's Manufacturer, and a coupon for a S brand 
, J product B with a MSRP of $249.99 from Stereo Store. The J brand, P brand, and S brand 
r k products A are comparable items to the S brand product A in which CI was outbid, whereas the 
m S brand product B is a different item, but is the same brand as the auction item. In addition, the 
15 I* products are from three different sellers, with two products from the same seller. The incentives 
jf ! * are also all based on the retail price of the product. 

U When the incentive is delivered to the consumer, the consumer has the option of selecting 

the incentive 27. If the consumer chooses not to select the incentive, specified by no 28, the 
M system 20 will update 50 the consumer profile with information that the incentive was not 
20 redeemed. The consumer may specify no 28 by not responding to the incentive within a 

specified period of time, terminating communications, or responding with a rejection. When no 
28 is specified, the contact with the consumer will end 51. 

If, however, the consumer chooses to select the incentive, specified by yes 29, the 
consumer profile will be updated 50 with information that the incentive was redeemed and the 
25 redemption will be processed 52. The redemption information is then used to determine how 

accurate the learning model is performing. For example, if approximately 50% of the consumers 
in a classification expected to act on an incentive do not, the learning model may then split the 
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classification into two other and/or new classifications. The data elements that are familiar to 
those choosing the incentive will form a first split classification and the data elements that are 
familiar to those not choosing the incentive will form a second split classification. If, on the 
other hand, the redemption rate is statistically very low, the learning model may recompute, or 
5 modify, the classification altogether. 

To accept the incentive, preferably, the consumer may click on a hypertext link, which 
may be in the form of an image, and proceed with purchasing the product. This allows for 
automated fulfillment of rewards. Processing 52 includes collecting payment information, such 
as a credit card number, and shipping or pick-up information. The consumer or retailer may 
10 choose to arrange shipment of the product if the store is not located near the consumer or the 
;5j consumer may choose to pick up the product at a local retailer. At this point, a commission for 
^providing the incentive generated by the system 20 will be received by the operator of the 
U system 20. Preferably, the commission is a transaction fee or a percentage of the seller surplus 
j g42 on the product offered with the incentive. 
15 *"~ When the payment information is collected from the consumer, it is forwarded in the 

Inform of a pick and pack list and received 53, along with payment, by the seller. The seller will 
j^pull the item and/or assemble shipment 54. If the consumer specified an in store pick-up 55, 
^specified by yes 55a during processing 52, then the seller will hold onto the offered product until 
lithe consumer goes to the store for pick-up 56. On the other hand, if the consumer did not want 
10 in store pick-up 55, specified by no 55b, then a carrier will receive payment for shipping and the 
shipping information 57. Preferably, the carrier, or courier, will arrive at the retailer, or seller, 
to pick up the offered product and apply a shipping label 58. The offered product, or item, will 
be picked up 59 and delivered 60 to the consumer. The offered product, in the form of a 
package, will then be received by the consumer via the courier 61. 
,5 The system 20 also includes a consumer database storing consumer information, software 

for choosing the unsold items from the inventory and generating the incentives for the chosen 
unsold items based on the consumer information in the consumer database, and software for 
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offering the chosen unsold items and the incentives to consumers to induce purchasing of the 
chosen unsold items. The consumer information has, at the least, information relating to bids on 
the auction items. 

The system 20 also includes a first memory for storing the consumer profiles having 
5 consumer information, having at least information relating to bids on the auction items, a second 
memory for storing the unsold items in the inventory, and a third memory for storing the 
incentives for each unsold item, each incentive having a value based on a selection of the 
consumer information. The first memory stores computed historical, current, and projected 
aggregated consumer information as consumer profiles. 
10 While the invention has been disclosed with reference to certain preferred embodiments, 

. ^numerous modifications, alterations, and changes to the described embodiments are possible 
s J without departing from the sphere and scope of the invention, as defined in the appended claims 
I ^ and their equivalents thereof. Accordingly, it is intended that the invention not be limited to the 
I p described embodiments, but that it have the full scope defined by the language of the following 
15 ^claims. 
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What we claim is: 

1 . A method of providing incentives to bidders on an auction item comprising: 

creating a consumer profile for at least one consumer, the consumer profile including at 
least information relating to a bid on the auction item; 
5 choosing at least one unsold item from an inventory based on the information in the 

consumer profile; 

generating an incentive for the at least one chosen unsold item based on the consumer 
profile; and 

offering the at least one chosen unsold item and the incentive to the at least one consumer 
to induce purchasing of the chosen unsold item. 
[ : k 2. The method of claim 1 further comprising: 

^ providing a maximum allowable discount for each unsold item from the inventory, the 

M incentive comprising an amount less than the maximum allowable discount. 

i;^ 3. The method of claim 2 wherein the providing comprises: 

?:: s negotiating the maximum allowable discount of the unsold item with a seller. 

I 1 ^ 4. The method of claim 2 wherein the providing comprises: 

j: h establishing a discount zone between a full price of the unsold item and the full price less 

];5 the maximum allowable discount. 

W 5 . The method of claim 4 wherein the generating comprises: 

determining an effective price within the discount zone deemed necessary to trigger a 
consumer purchase, the discount zone having a consumer surplus between the full price and the 
effective price and a seller surplus between the effective price and the full price less the 
5 maximum allowable discount; 

calculating at least one of a rebate and coupon equivalent to the consumer surplus. 
6. The method of claim 5 further comprising: 

recording at least one of detailed descriptions, a list of similar items, and a list of 
complementary items of the inventory; 
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calculating the maximum allowable discount based on the seller's inventory pressure; 

inputting into the consumer profile at least one of bidding history, start bid, bid 
frequency, bid increment, final bid, winning bid, target product, click stream, Internet service 
provider, zip code, credit card type, and coupon redemption rate; 

comparing the consumer profile to an index of consumer behavior indicators; 

categorizing the consumer according to results of the comparison; 

assigning a weight to the input of the consumer profile to determine importance of the 
input; and 

monitoring the input to improve accuracy of the assigned weights. 

7. The method of claim 5 further comprising: 

generating revenue by at least one of charging a transaction fee and receiving a 
percentage of the seller surplus on the unsold item. 

8. The method of claim 5 wherein the offering comprises: 
basing the incentive on a retail price of the auction item. 

9. The method of claim 1 further comprising: 

updating the consumer profile by recording whether the incentive was redeemed. 

10. The method of claim 1 further comprising: 

furnishing at least one bid less than a lowest successful bid for the auction item. 

1 1 . The method of claim 1 wherein the generating comprises: 

establishing the incentive based on at least one of inventory levels, market conditions, 
and consumer preferences. 

12. The method of claim 1 wherein the choosing comprises: 

furnishing at least one of slow-moving inventory, dead inventory, and returned items 
from at least one seller. 

13. The method of claim 1 wherein the offering comprises: 
basing an incentive on the unsuccessful bid. 

14. The method of claim 1 wherein the creating comprises: 
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evaluating consumer behavior; 

determining demographics and psychographics of the consumer; 
gathering transaction information of the consumer; and 
classifying the consumer in a consumer category. 

15. The method of claim 1 wherein the choosing comprises: 
selecting a comparable unsold item in relation to the auction item. 

16. The method of claim 1 wherein the choosing comprises: 

redirecting the consumer to a different unsold item as compared to the auction item. 

17. The method of claim 1 wherein the offering comprises: 
extending a general incentive with at least one seller. 

?! 18. The method of claim 1 wherein the offering comprises: 

f expiring the incentive upon at least one of a rejection by the consumer and a termination 

: * of communications by the consumer. 

o 19. A system for implementing an incentive program for bidders on auction items 
; " comprising: 

^ a consumer database storing consumer information, including at least information 

jl relating to bids on the auction items; 

; t software for choosing unsold items from an inventory and generating incentives for the 

>■ J chosen unsold items based on the consumer information in the consumer database; and 

software for offering the chosen unsold items and the incentives to consumers to induce 
purchasing of the chosen unsold items. 

20. A system for an incentive program for bidders on auction items comprising: 

a first memory for storing consumer profiles having consumer information, including at 

least information relating to bids on the auction items; 

a second memory for storing unsold items in an inventory; and 

a third memory for storing a plurality of incentives for each unsold item, each incentive 
having a value based on a selection of the consumer information. 
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21 . A method of providing incentives to bidders on an auction item using a system having a 
first memory for storing consumer profiles having consumer information, including at least 
information relating to bids on the auction items, a second memory for storing unsold items in 
an inventory, and a third memory for storing a plurality of incentives for each unsold item, each 
incentive having a value based on a selection of the consumer information, the method 
comprising: 

creating the consumer profile for at least one consumer; 

choosing at least one of the unsold items from the inventory based on the consumer 
information in the consumer profile; 

generating the incentive for the chosen unsold item based on the consumer file, the 
;J selection of consumer information of the incentive being substantially similar to the consumer 
-information in the consumer profile; and 

; £ offering the chosen unsold item and the incentive to the at least one consumer to induce 

^purchasing of the chosen unsold item. 

•"22. A database for an incentive program for bidders on auction items comprising: 
! * an inventory file having at least one of detailed descriptions of an inventory, a list of 

^similar items of the inventory, and a list of complementary items of the inventory; and 
\% a consumer profile having at least one of bidding history, start bid, bid frequency, bid 

^increment, final bid, winning bid, target product, Internet service provider, zip code, credit card 
type, and coupon redemption rate. 
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Abstract of Disclosure 

A method of providing incentives to bidders on an auction item using a database and a 
system, the method including creating the consumer profile for at least one consumer, choosing 
at least one of the unsold items from the inventory based on the consumer information in the 
5 consumer profile, generating the incentive for the chosen unsold item based on the consumer 
file, the selection of consumer information of the incentive being substantially similar to the 
consumer information in the consumer profile, and offering the chosen unsold item and the 
incentive to the at least one consumer to induce purchasing of the chosen unsold item. The 
database has an inventory file having at least one of detailed descriptions of an inventory, a list 
10 of similar items of the inventory, and a list of complementary items of the inventory, and a 

I ^consumer profile having at least one of bidding history, start bid, bid frequency, bid increment, 
I ^final bid, winning bid, target product, Internet service provider, zip code, credit card type, and 
I l=coupon redemption rate. The system has a first memory for storing consumer profiles having 
^consumer information, including at least information relating to bids on the auction items, a 
5 ' ^second memory for storing unsold items in an inventory, and a third memory for storing a 
I ^plurality of incentives for each unsold item, each incentive having a value based on a selection 
i^of the consumer information 
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As a below named inventor, I hereby declare that: 

My residence, post office address and citizenship are as stated below next to my name, 

I believe I am the original, first and sole inventor (if only one name is listed below) or an original, 
first and joint inventor (if plural names are listed below) of the subject matter which is claimed and 
for which a patent is sought on the invention entitled: 

METHOD OF PROVIDING ONLINE INCENTIVES 

the specification of which: 
IS is attached hereto; or 



and was amended 



□ was filed as United States application Serial No. on 

on (if applicable); or 

□ was filed as PCT international application Number on and was 

amended under PCT Article 19 on (if applicable). 

S hereby state that I have reviewed and understand the contents of the above-identified specification, 
including the claims, as amended by any amendment referred to above. 

{acknowledge the duty to disclose to the U.S. Patent and Trademark Office information which is 
: material to the patentability of claims presented in this application in accordance with Title 37, Code 
: of Federal Regulations, §1.56. 

||hereby claim foreign priority benefits under Title 35, United States Code, § 1 19(a)-(d) or §365(b) of 
any foreign application(s) for patent or inventor's certificate or §365 (a) of any PCT international 
application(s) designating at least one country other than the United States of America listed below 
and have also identified below any foreign application(s) for patent or inventor's certificate or any 
PCT international application(s) designating at least one country other than the United States of 
America filed by me on the same subject matter having a filing date before that of the applications) 
of which priority is claimed: 



PRIOR FOREIGN APPLICATIONS 



COUNTRY 
(if PCT, indicate "PCT") 



APPLICATION 
NUMBER 



DATE OF FILING 
(day, month, year) 



PRIORITY CLAIMED 



□ Yes □ No 



□ Yes □ No 



□ Yes □ No 



□ Yes □ No 
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I hereby claim the benefits under Title 35, United States Code §1 19(e) of any United States 
provisional application^) listed below. 



U.S. PROVISIONAL APPLICATIONS 



U.S. PROVISIONAL APPLICATION NO. 



U.S. FILING DATE 



I hereby claim the benefit under Title 35, United States Code, §120 of any United States 
applications) or §365(c) of any PCT international application(s) designating the United States of 
America that is/are listed below and, insofar as the subject matter of each of the claims of this 
application is not disclosed in that/those prior applications) in the manner provided by the first 
paragraph of Title 35, United States Code, §1 12, 1 acknowledge the duty to disclose to the U.S. 
Patent and Trademark Office all information known to me to be material to the patentability of 
claims presented in this application in accordance with Title 37, Code of Federal Regulations, 
§ 1 .56 which became available between the filing date of the prior application(s) and the national 
or PCT international filing date of this application: 



PRIOR U.S. APPLICATIONS FOR BENEFIT 



U.S. APPLICATIONS 



STATUS 



U:S. APPLICATION NO. 



U.S. FILING DATE 



PATENTED PENDING ABANDONED 



PCT INTERNATIONAL APPLICATIONS DESIGNATING THE U.S. FOR BENEFIT 



=: INTERNATIONAL APPLICATION NO. 



INTERNATIONAL FILING DATE 



0 POWER OF ATTORNEY: As a named inventor, I hereby appoint the registered practitioners 
0 of Morgan, Lewis & Bockius LLP included in the Customer Number provided below to prosecute 
this application and to transact all business in the Patent and Trademark Office connected 
therewith. All correspondence should be addressed to that Customer Number. 

Customer Number: 009629 

Direct Telephone Calls To: Kim R. Jessum David W. Laub 

(name and telephone number) (215)963-4753 0r (215)963-5355 
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I hereby declare that all statements made herein of my own knowledge are true and that all statements 
made on information and belief are believed to be true; and further that these statements were made 
with the knowledge that willful false statements and the like so made are punishable by fine or 
imprisonment, or both, under Section 1001 of Title 18 of the United States Code, and that such willful 
false statements may jeopardize the validity of the application or any patent issuing thereon. 
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